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Fi nanci al Admi ni stration
VALI DATI ON OF COST AND ECONOM C ANALYSES
| ssue of supplenents to this regul ation by subordi nate comands
is prohibited unless prior approval is obtained fromthe
proponent .
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1. Purpose. This regulation prescribes the policies,
responsibilities, and procedures for validation of cost and
econom ¢ analyses within the U S. Arny Materiel Command (AMD).
Arny Regul ation 11-18, The Cost and Econom c Anal ysi s Program
requires validation of cost and econom c anal yses and ot her cost
conparisons to ensure their currency, reasonabl eness, and

conpl eteness for use in decision-nmaking or the Planning,
Progranm ng, Budgeting, and Execution System

2. Scope. This regulation applies to Headquarters (HQ AMC, AMC
maj or subordi nate commands (MSC) and program executive

of fi cers/program project, product nanagers (PEQ PM assigned to

t hese organi zations; and installations and activities reporting
directly to HQ AMC. It al so prescribes procedures for
participation in the validation of cost estinates prepared by

AMC- supported PEGs/ PMe.

3. Explanation of ternms. Validate. To evaluate a cost
estimate to confirmthat it is sound, obtained with the use of
accept abl e cost estimting nethods and founded on fact or capabl e
of being justified, supported, and defended.

*This regul ati on supersedes AMC-R 37-4, 4 June 1987
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4. Policy. a. FEffective nmanagenent and all ocation of Arny
resources require that verified, validated, and coordi nated cost
esti mates and econom ¢ anal yses (EA) be furnished in response to
the many requests for cost data. Cost estinates or anal yses
prepared by HQ AMC or MSCs shall be validated before officially
rel easing themto higher or |ateral headquarters and/or outside
AMC,

b. MSC Cost Analysis Ofices will support Cost Analysis
| nt egrated Product Teans (CAIPT) for weapon/materiel systens
within their purview

c. Wien cost estimates involve a validation by nore than one
MSC, the Cost Analysis activity of the Cormand with | ead
managenent responsibility will coordinate the validation process
with Cost Analysis activities of the other concerned Comands.
The | ead activity will assure there are no duplications or
om ssions and will verify that conpati bl e met hodol ogy is used.

Val i dati on support will be provided by the Cost Analysis activity
of the ot her Commands, as requested.

d. Wien cost estimates or econom c anal yses are prepared by
separate reporting activities (SRA), validations are al so
requi red and nust be perforned by a Cost Analysis activity. The
appropriate activity could either be col ocated at the SRA or
could be part of an MSC col ocated or in the sane general
geographi c area as the SRA

e. Validation of cost estinmates and econom ¢ anal yses shoul d
be done concurrently with the estimating process and planned to
support the needs and tine constraints of decision-nakers.

5. Responsibilities. a. The Deputy Chief of Staff for
Resour ce Managenent (DCSRM), HQ AMC will --

(1) Direct and review the commandw de validati on program
to include devel opi ng and i ssuing appropriate gui dance for its
conduct and operation; and

(2) Maintain a review capability within HQ AMC to
coordi nate and verify cost documents prepared by functiona
of fices and AMC PMs for use outside AMC

b. The commander of each AMC MSC wi |l provide for the
operation of a Cost Analysis activity within the intent of this
regul ation and establish internal policies and procedures to
acconplish the mssion. For validating cost estinmates and
econom ¢ anal yses, or exenption statenents (from econom c
anal ysis requirenents), Cost Analysis activities will--

(1) Qperate as focal points for review and validation of
cost estimates and econom ¢ anal yses;
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(2) Maintain a validation | og procedure;

(3) Devel op standards and techni ques for validating cost
esti mates and econom ¢ anal ysi s subm ssi ons;

(4) Provide results of the review and validation of
subm ssions to the proponent office with corments on areas
requiring correction or inprovenent; and

(5) Ensure that validated cost and econom c anal ysis
docunents bear the validation stanp of the Cost Analysis
activity.

c. Commanders, PEGCs, PMs, and functional directors will--

(1) Ensure tinely subm ssion of cost estinates and cost-
oriented docunents for review and validation prior to subm ssion
to other commands/activities;

(2) Ensure that the cost docunent is arithmetically
correct and that charts, graphs, and figures reconcile wth each
ot her; and

(3) Ensure that rational e and docunentation are submtted
in a clear and | ogical manner and are provided with the cost
estimate or economc analysis at tine of subm ssion for
val i dati on.

d CAIPTs will--

(1) Ensure that life cycle cost estinates devel oped and
used by the teamsatisfy the validation criteria in appendix A

(2) Tailor internal validation processes and procedures
to conplenent the efforts of U S. Arny Cost and Econom c Anal ysis
Center (CEAC) and the Ofice of the Secretary of Defense (0OSD)
Cost Anal ysis I nprovenent Goup (CAIG;

(3) Include description/docunentation of activities and
anal yses conducted in support of validation in reports and
presentati ons di scussing the estinate.

6. Procedures. a. For Cost Estimates prepared by a CAIl PT--

(1) The DA Cost Anal ysis Manual provides procedures for
the Arny Cost Review Board (CRB) and for CAIPTs. The CRB wll
identify a process option for each weapon/ materiel system cost
estimate based on cost risk and uncertainty. Options include
validation, a tailored CRB working group (CRBW5, or a ful
CRBWG. The Integrated Product Team (IPT) will tailor its
validation effort to fit the selected option, recognizing that it
is ultimtely the responsibility of the IPT to convince the CRB
that the estimate is credible.
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(2) Wiere validation is the chosen option, the procedures
in paragraph 6.b. will be followed. Mst AMC nanaged systens
will fall in this category.

(3) For the tailored CRBWG option, those portions of the
estimate not subjected to scrutiny by the CRBWc wi || be
val i dat ed.

(4) For the full CRBWG option, the IPT representatives
from AMC, CEAC, and the 8D CAIGwi ll, while helping to prepare
the estimate, maintain an i ndependent perspective to ensure the
estimate neets the validation criteria.

(5) If any I PT menber has an issue with the estimating
nmet hodol ogy during the estimating process, the issue should first
be raised with the IPT. |If the issue cannot be resol ved by the
| PT, it should be presented to the nenber’s CRB principal. The
CRB principal will then ensure that the issue is resolved.

b. Procedures for all other cost estimates and anal yses--

(1) Al cost estinmates and econom c anal yses will be
submtted to the MSC Cost Analysis activity and validated before
their subm ssion to higher or other headquarters. Prior to
rel ease fromHQ AMC, cost estimates and econom c anal yses will be
reviewed by the Cost Analysis D vision, DCSRM HQ AMC.

(2) Cost estimtes and subm ssions will be marked with an
official stanp on the face of the docunent or other conspi cuous
| ocation to express concurrence after reviewif the validation
requirements are net. The stanp will display the follow ng:

. Nanme of Cost Analysis activity;

. Cost Analysis activity control nunber;
. Signature of validation anal yst;
. Signature or initials of supervisor (except in those

i nstances where the validation is performed away from
t he anal yst's home station);

. Phone nunber for a point of contact;

. Dat e of validation;

. Date the validation expires; and

. Any remarks by the validating anal ysts.
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(3) A docurent that does not neet the validation
requirements is not justified and should be returned to the
proponent w thout being stanped. In this case a validation
revi ew sheet stating the reasons validation is not justified
shoul d be provided to the proponent with the docunent, to
i ncl ude- -

. Nanme of Cost Analysis activity;

Title and date of docunent;

. Nanme and phone nunber of anal yst responsible for the
revi ew
. Reasons for return of cost docunent including

nonconcurrence; and

Si gnature of supervisor

(4) Cost and econom c anal yses transmtted electronically
nmust include the sane validation information as on the official
stanp on the | ast page of the transm ssion. A |og nunber MJST be
i ncl uded (see paragraph 6.b.(7)). In lieu of signatures, the
nanes of the validator and supervisor are to be entered.

(5) An exenption statenent used in lieu of an economc
analysis wll be submtted to the appropriate Cost Analysis
activity to determne if the exenption criteria contained in the
DA Econom ¢ Anal ysi s Handbook has been net. Requirenents for
val i dati on of supporting econom c anal yses or exenption statenent
include, but are not limted to, the follow ng types of projects:

. Mlitary construction
. Producti on base support;
. Productivity capital investnents;

. Qperating and Support Cost Reduction (OSCR) projects;

. Organi zation studies (i.e., realignnents and
rel ocations);

. Managenent information systens/studies; and

. Arny incentive awards program (for cash awards
representing tangible benefits greater than $350, 000).
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(6) An expiration date, not to exceed 12 nonths fromthe
date of validation, will be posted on the validation stanp. |If
further use of the docunment is needed subsequent to the
expiration date, it must be returned to the originator who will
identify whether any significant changes have occurred. |If there
are none, the docunment will be revalidated. |If there are
significant changes or a new analysis is submtted, a new
validation will be required prior to official use of the
docunent .

(7) Each MSC Cost Activity will maintain a conplete
val i dati on | ogbook of all cost subm ssions processed, containing-

. Dat e cost docunment was received for validation;
. Type of docunent revi ewed;

. Titl e/ description;

. Docunent date and nunber;

. Request er;

. Suspense date, if applicable;

. Dat e revi ewed/ val i dat ed;

. Control /validation nunber

. File reference nunber (containing docunent and

back-up data) or |og nunber;

Remarks (validation qualification, exceptions, etc.).
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The proponent of this regulation is the United States
Arny Materiel Command. Users are invited to send
comment s and suggested i nprovenents on DA Form 2028
(Recommended Changes to Publications and Bl ank Forns)
to Commander, HQ AMC, ATTN. AMCRM E, 5001 Ei senhower
Avenue, Al exandria, VA 22333-0001.

FOR THE COMVANDER

OFFI O AL: NORMAN E. W LLI AVB
Maj or General, USA
Chief of Staff

LEROY TI LLERY
Chief, Printing and Publications
Branch

DI STRI BUTI ON:
Initial Dstr H(44) 1 ea HQ Acty/ Staff O c
LEAD (SICLE-DO-1) (2)

AMCI O | - SP st ockr oom (15)

Separate Reporting Activities (SRA) (2 ea)
AMCOM AVSAM RM FD ( 4)

AMCOM AVSAM SMO (Li brary) (4)

ARL/ ANSRL- Cl - TG (4)

CECOM AVBEL- | M BM | (4)

| OC/ AVBI O | MC (4)

LOGSA/ AMXLS- I M (4)
SBCCOM AVBCB- CI H (4)
SBCCOM AVBSC- S- 1 M5 (
STRI COM ANMSTI - CS (4)
TACOM AMSTA- RM DCR (
TECOM AMSTE- CT- N (4)
USASAC/ AMBAG- | M O (4

4
)

4
4)

)
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APPENDI X A
CRI TERI A FOR VALI DATI ON

A valid cost estimate or econom c analysis neets the foll ow ng
criteria:

1. Study franmeworKk:

» Defines a clear and specific objective unconstrai ned by
any specified ways to acconplish it;

e Addresses all feasible alternatives;*

e |Is based on logical, realistic, and justified
assunptions, including inplicit assunptions;

* Accurately represents programrequirenents, plan, and
schedul e;

» Describes conpl ete resource needs, by appropriation,
year, and cost category;

« Contains adequate detail to enhance understandi ng of
total cost inpacts of potential trade-offs; and

e (Cearly defines benefits, quantified whenever possible.*

2. Met hodol ogy:

* |Is appropriate for available information, continuously
updated as nore specific know edge and actual costs becone
avai |l abl e;

» Devel ops estinates based on elenents that drive cost;

* Relies on nethodol ogy, data and anal ysis free of
pr oponent bi as;

e Correctly uses quantitative techniques and cost
esti mati ng net hods;

*Requi renment for Econom c Anal yses.



AMC-R 37-4

* |Is an integrated docunent with internal consistency;
conpati bl e between and anong cel | s;

e Applies proper inflation and discounting;*

* Recogni zes uncertainty and risk and incl udes resources
for dealing with reasonable variations fromoptinal
expect ations; and

e Appropriately analyzes and ranks alternatives.*

3. Docunent ati on:

» Contains adequate discussion to allow other analysts to
under st and what has been included or excl uded;

e ldentifies Iimtations of methodol ogy;

e Describes the source and derivation of all cost
i nformati on;

* Avoi ds excess precision;

» Denonstrates that costs have been thoroughly investigated
and are wel | understood; and

» Persuades an independent reviewer to reach the sane
concl usi on.

*Requi renment for Econom c Anal yses.

A2
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